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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

NATIONAL SECURITY AND
INTEANATIONAL AFFAIRS DIVISION

B-217229 s

The Honorable Sam Nunn
Ranking Minority Member
Committee on Armed Services
United States Senate

Dear Senator Nunn:

This report 1s in response to your letter of April 18,
1984, requesting us to review current measures used by the z
Department of Defense (DOD) to report military capability.
Specifically, you asked us to

--identify various formal and informal force structure,
modernization, readiness, ana sustainability measures
currently used by DOD;

--analyze selected measures and indicators, and provide
observations on their relative merits (what information
is actually provided) and their limitations {what infor-
mation is not provided); and

--recommend ways to improve current readiness and sustain- !
ability measures currently used by DOD.

Parts 1 ana 2 of your request are addressed in this
report. As agreed with your office, we will address the last
part of your request, recommended improvements to specific
indicators, in a subsegquent review; however, we have included in
this report several suggested changes t¢o the Force Readiness
Report. Our subsequent review will examine military unit train-
ing to determine how performance indicators, such as flying
hours, may be used to report how the unit's proficiency has
improved.

THE QUESTICON CONCERNING CHANGES
IN MILITARY CAPABILITY

Comparing fiscal year 1980 to fiscal year 1985, the annual
DOD budget increased--after adjusting for inflation--about $100
billion, or approximately 50 percent. DOD applied these funds ?
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with the objective of modernizing its forces and making them
more combat ready and sustainable,

Although DOD believes military capability has improved
after 5 years of growth in the defense budget, it has found it
difficult to guantify the extent of this improvement. This
results from DOD having to evaluate the myriad of elements com-
prising military capability because a single indicator does not
exist to describe the level of capability achievec¢. DOD
officials have found that developing such single definitive
measures of military capability or its subordinate components,
is an extremely difficult, if not impossible task., Notwith-
standing the difficulties of developing a comprehensive
indicator, we believe that DOD's current efforts to develop more
representative individual indicators will provide greater
visibility concerning changes in military capability.

Many indicators are available to assess, with varying
degrees of accuracy, specific elements of military capability.
The enclosed three-part briefing document is intended to pro-
vide an overview of selected indicators commonly used within DOD
to measure military capability. This briefing document does
not answer the guestion of how capable the military is, or the
extent that military capability has improved in relation to
defense appropriations, It does, however, present information
on the relationship between individual indicators and military
capability.

MEASURING MILITARY CAPABILITY

In part 1 of the document, we discuss the concept of
military capability, its component parts, and the complexity of
assessing improvements. We point out that DOD infers military
capability through gquantitative measures of various elements
which comprise the components of military capability.

For example, last year when you and Senator Tower asked DOD
to compare the overall warfighting capability of our forces in
1984 with that in 1980, DOD responded with a wide range of
statistical information. DOD's conclusion that "U.S. warfight-
ing capability is substantially greater today than it was in
1980" was based primarily on its evaluation of the myriad of
changes which occurred within the four components of military

capability--force structure, modernization, readiness, and
sustainability.

It is important to note that the absence of a single
measure of capability does not mean capability has not
improved., We believe improvement has occurred. The difficulty
is in attempting to quantify the extent of this improvement.
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READINESS REPORTING AND THE RELATIONSHIP BETWEEN
APPROPRIATION ACCOUNTS AND MILITARY CAPABILITY

In part 2 of the document, we discuss the interrelationship
among selected appropriation accounts and three elements of
military capability--materiel, people, and training. We also
discuss the Unit Status and Identity Report (UNITREP) and the
Force Readiness Report, which is probably the most comprehensive
readiness reporting medium.

We describe how appropriation accounts interact and contri-
bute to the areas of personnel, materiel, and training and how
appropriation decisions that directly affect one component of
military capability can also affect other components., 1In evalu-
ating military capability, we believe it is important to
recognize this relationship. For example, when the procurement
account is increased to purchase a new weapon system, considera-
tion must also be given to supporting this system through
increases in the operations and maintenance, military personnel,
and military construction appropriations.

With regard to UNITREP--the primary system for reporting
unit level readiness within DOD--we discuss what it does and
does not measure., We also discuss the fact that UNITREP is an
internal DOD management tool, which by comparing the number and
types of personnel and materiel on hand against wartime require-
ments, measures the ability of a unit to perform its wartime
tasks. These comparisons are reported monthly to the Joint
Chiefs of staff and senior DOD officials.

When UNITREP reports are used by persons outside DOD to
analyze the readiness of our forces, certain limitations need to
be recognized. For example, while UNITREP measures the readi-
ness of all combat, combat support and most combat service
support units, including all front line forces, only about 50
percent of the force is assigned to those reporting units, and
UNITREP does not report the ability of a unit to deploy at the
time of a war. Initiatives are underway within DOD to improve
UNITREP, which are described in part 2.

In part 2 we also discuss the Force Readiness Report. This
report is submitted annually to the Congress in support of the
President’'s budget, and is intended to give the Congress a
description of the current readiness of the force and an overall
assessment of the reaainess expected to result from passage and
execution of the defense budget, We point out that the Force
Readiness Report is probably DOD's most comprehensive compila-
tion of readiness indicators. We offer suggestions on how the
Force Readiness Report could be improved.
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READINESS AND SUSTAINABILITY MEASURES-~WHAT
THEY MEAN AND HOW TO USE THEM

In part 3 of the document, we discuss selected measures of
readiness and sustainability and their relationship to materiel,
personnel, and training. We discuss how they are computed; what
they measure; some cautions to be aware of when using them; and
how they may complement one another. OQOur purpose is to provide
the context in which these indicators should be used. We also
provide a series of suggested questions pertaining to each
measure discussed, that you may want to ask DOD.

DOD COMMENTS

A draft of this report was submitted to DOD for its
review and comment, In general, DOD stated that the report
accurately described the problems of measuring military
capability within DOD (see page 78). DOD also noted that the
report corroborates much of what it has been saying over the
past year about the utility of data from UNITREP and the
cautions that must be applied when using them, and the
difficulty of guantifying military capability into a single,
definitive measure. In addition, DOD provided answers to
questions concerning various indicators of military capability.
While the answers appear responsive, w:= 4id not review them for
accuracy or completeness,

DOD also provided various suggestions to improve the
clarity and technical accuracy of the report, and changes were
incorporated where appropriate. The comments provided by DOD
related largely to our suggestions for improving the Force
Readiness Report. DOD's comments on our suggestions are
summarized below:

Suggestion 1: Document the linkage between -resources requested
and the anticipated enhancement of readiness
wherever possible.

DOD stated that it is desirable to identify the changes in
readiness that are anticipated as a result of resource
increases, and noted that efforts are underway to reach this
end. However, they cited the complexities involved in forecast-
ing change, and cautioned that one should not soon anticipate
DOD's ability to make this link. Because of these considera-
tions, together with the absence ¢f any single measure of readi-
ness, DOD believes that the present practice of inferring

readiness changes based on resource inputs must necessarily
continue.
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Suggestion 2: Improve the Force Readiness Report to provide a
clearer picture of the current state of readiness
and year-to-year trends,

DOD stated that it is currently considering modifications
to the fiscal year 1987 Force Readiness Report and will consider
this suggestion as part of that modification.

Suggestion 3: Incorporate a "theater” readiness perspective
since warfighting is executed by theater
commanders.

DOD stated that it will examine the availability and
gquality of data, such as mission capable rates by theater, and
carefully consider this suggestion in the course of the proposed
modification to the Force Readiness Report. However, it noted
that whether such data would be included would depend on its
availability, or the cost of making it available, and prelimi-
nary consideration of existing differences by theaters.

Suggestion 4: Wherever possible, benchmark reported/projected
readiness status against wartime requirements or
applicable peacetime goals and objectives for
comparative analysis purposes.

DOD did not disagree with the value of benchmarking
reported/projected readiness status for comparative analysis
purposes. It noted that the Force Readiness Report already pro-
vides such information; for example, mission capable rates
versus goals and programmed manpower structure and programmed
manning. However, it also noted that many readiness indicators
such as flying hours, steaming days, and battalion training days
have no comparative wartime requirement. In further comments on
the selection of a benchmark, it cited the misinterpretation of
UNITREP data-~which uses wartime requirements as a benchmark--
and noted that considerable discretion is needed in selecting
benchmarks.

We agree that considerable discretion is needed in select-
ing benchmarks and that caution must be used in cases where they
are used for comparative analysis purposes. In fact, we point
out many of these cautions in our report. However, because DOD
does not have comparative wartime requirements for readiness
indicators such as flying hours, does not mean that comparable
peacetime goals or objectives could not be used. The establish-
ment of such benchmarks would provide the basis for determining
progress made by DOD relative to its expectations. After con-
sidering DOD's comments, we modified suggestion 4 to include the
wording "peactime gcals and objectives."
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Suggestion 5: whenever possible, project how much bet
trained crews are expected to be as a result of
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support capabilities--spares, fuel, ammunition,
and maintenance.
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DOD commented that a quantltatlve pr03ect10n of how much
better trained crews WOULC be would requ1re an index of crew
training on capability, and such an index is not available;
therefore, rarely, if ever will it be possible to make such a
projection,

We agree with DOD that an index of crew training on
capability does not exist. In aadition, we also recognize the
difficulty in developing such an index, As noted on page 1, we
have initiated a survey to examine possible ways to assess the
effect of increased training activity.

As arranged with your office, unless you publicly announce
its contents earlier, we plan no further distribution of this
report until 10 days from the date of the report. At that time,
we will send copies to the Secretary of Defense and the Direc-
tor, Office of Management and Budget. We are also sending
copies to the Chairmen, House and Senate Committees on Appropri-
ations, and Armed Services; the Chairmen, House Committee o©n
Government Operations and Senate Committee on Governmental
Affairs. Copies will be made available to others upon request.

Sincerely yours,

\ _ /) y ]
Frank C. Conahan
Director

o



MEASURES OF MILITARY CAPABILITY: A DISCUSSION O
LIMITATIONS, AND INTERRELATIONSHIP
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Part 2:

Part 3:

In this part we discuss the interrelationships among the
appropriation accounts and materiel, people and training;

the Unit Status and Identity Report (UNITREP)--what it does and
does not measure; and, probably the most comprehensive readiness
reporting medium, the Force Readiness Report (FRR).

In this part we discuss readiness and sustainability in terms of
three components—--materiel, perscnnel, and training. We link
selected readiness and sustainability indicators to appropriation
accounts and factors which may affect requirements and
accomplishments. We also describe indicators frequently used by
DOD to inform the Congress of current and projected conditions and
past achievenents, complementary indicators, and suggested
questions relevant to the budget decision process.

ii



PREFACE

The mission of the Department of Defense (DOD) is to deter war, and if
deterence fails, to win the war. DOD's capability to fulfill its mission has
been a topic of congressional debate for years, and it is clear that for DOD to
achieve its desired level of military capability, great demands will be
placed on the country's resources for years to come. For the period FY
1980-1985, Congress appropriated more than a trillion dollars for defense.

DOD determines the resources required to meet national security needs. It
has justified increases in defense appropriations on the need to improve
military capability. Since 1980, DOD has cxpanded its force structure,
modernized and upgraded weapons systems and equipment, trained to higher levels
of readiness, and procured additional sustainability stocks.

Unprecedented increases in the defense budget since 1980 have resulted in
debates on whether military capability has improved in proportion to the noney
received. This debate continues largely because no series of indices yet
devised is entirely suitable for describing the capability of military forces,
and according to DOD, the state of the art does not yet permit the linkage of
each incremental increase in funding to a corresponding improvement in
capability. In addition, budget justifications largely relate effort--numbers
of systems to be procured or numbers of personnel to be trained--to funding,
rather than relating funding to anticipated capability improvements.

On April 18, 1984, Senator Nunn, the ranking minority member of the Senate
Committee on Armed Services, asked the GAO to review current indicators used by
DOD to report on the elements that comprise military capability: force
structure, modernization, readiness and sustainability. This briefing paper
provides the results of GAO's analysis. It is presented in 3 parts, as follows.

Part 1: In this part we discuss the concept of military capability; how
military capability is a function of its component parts; and,
the complexities of assessing military capability.

i
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PART 1

MILITARY CAPABILITY:

A DIFFICULT CONCEPT TO QUANTIFY AND MEASURE

Military capability is a difficult concept to quantify and measure. The
Congress is asking questions about the current state of military capability and
what DOD is getting from the funds being spent for national defense.

DOD defines military capability as the ability of the force to achieve a
wartime objective (i.e., to win a battle or a war, destroy a target, etc.).
According to DOD, military capability is composed of four subsets or
"pillars"--readiness, sustainability, force structure and modernization--as
defined below:
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MEASURING MILITARY CAPABILITY

Measuring capability encompasses evaluating, simultaneously, the various
components which comprise the four pillars. While, short of going to war, ’
measuring force capability in absolute terms is not possible, DOD attempts to
evaluate how well it could accomplish military missions.

The services and the Joint Chiefs of Staff (JCS) conduct assessments--~
narrative, modeling, and exercvises--to capture the capabilities of a combined
force or that of an individual service to perform it's mission. Examples of
significant attempts to measure force capability follow:

--The Cormanders' Situation Report (SITREP) - A JCS designed and operated
reporting system, whereby commanders (Unified Commands, Specified
Commands and the Readiness Command) evaluate the capability of the
combined forces under their command.

-~Operational Readiness Analysis (OMNIBUS) - An annual Army warfighting
simulation for internal Army use.

~-Total Force Capability Analysis (TFCA) - A JCS analysis of the capability
of the force projected at the end of the 5-year defense plan.

There is no quantitative measure that describes the general warfighting
capability of our forces, and DOD doubts that a meaningful single measure can be
developed. DOD infers levels of capability by combining the results of its
evaluations of readiness, sustainability, force structure, and modernization
using indicators appropriate to these elements of capability. For example, in
response to a request from Senators Tower and Nunn to compare the overall
warfighting capability of our forces today relative to 1980, DOD concluded that
"U.S. warfighting capability is substantially greater today than it was in
1980." This conclusion was based on over 150 pages of qualitative and
quantitative data addressing subjects such as materiel condition rates, flying
hours, C-ratings, and maintenance and repair backlogs.



DOD faces a problem when attempting to describe and quantify nilitary
capability for those outside the agency. According to DOD, the indicators it
uses to express capability are useful for internal management purposes since
this is what the indicators were intended for. However, their use outside DOD
to explain military capability and articulate the resource to capability link
remains a problem. DOD officials have indicated that developing indicators
specifically for external use may not yield the benefit desired. Some of their
concerns include:

--DOD and its managers may not be completely frank in assessing readiness,
sustainability, or capability if they know that the assessments will be
used outside DOD.

~-Program goals and objectives for operational units are typically
expressed in terms of resources consumed, such as hours flown, rounds
fired, and so forth, and are not designed to identify the effect of
increasing or decreasing funding levels. While better accountability may
be possible if budget justifications were more explicit about performance
expectations, some DOD officials believe that more than adequate detail
is currently provided to the Congress in the form of budget
justifications and backup books.

The pillars of military capability do not stand alone

Military capability cannot be measured without an understanding of the
interrelationship and the interdependence of the four pillars. Although each of
the pillars can be viewed separately, a change in any one pillar will often
affect the others. For example, a change in force structure or modernization
will affect readiness and sustainability.

According to the Secretary of Defense, DOD has in recent years emphasized
readiness and sustainability in its resource decisions. Most indicators of unit
readiness reflect improvements. However, a few indicators of unit readiness do
not; in some cases they have reflected just the opposite. In addition, materiel
sustainability stockage levels are still far short of DOD's goals.




On the surface, one could conclude that increased funds have not produced
the desired results. While, according to DOD actual readiness may be better; we
do know that, to some extent, recent downward trends in some unit readiness
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simultaneously as new organizational designs are introduced. A military unit
can be ready one day and not as ready the next as a result of a change in force

structure or the fieldina of a modernized weapon system. The eguipment and
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personnel needed to support the new structure or equipment is not always
available in the required quantity. When this occurs, the unit commander often
reports a reduction in readiness. DOD's recent report on Improvements In U.S.
warfighting Capability, FY 1980 - 1984 illustrates the effect changing
reguirements have on reported readiness in the short term.

The interrelationships among force structure, modernization, readiness and
sustainability and how changes in one component can affect another, as well as
overall military capability, will become more apparent as we proceed with our

discussion.

Force structure

Force structure, defined as the number, size, and compesition of units
which make up the defense force, is usually described in terms of numbers of
divisions, ships, or wings. For example,

-—-actual manning levels compared with designed force structure levels
and

--service-wide numbers and types of equipment on hand compared with full
wartime equipment requirements.

While overall capability assessments, such as the JCS SITREP and the Army's
OMNIBUS, incorporate force structure data as part of their overall assessment,
force structure data is more often represented quantitatively as shown in the

Force Readiness Report (FRR).




Force modernization

Mcdernization is defined as the gualitative technical capabilities of
weapon systems and equipment. Depending on the service, modernization may
include fielding new equipment or fielding both new and nmodified equiprent.

No single index exists that captures the total effect of force
modernization on military capability. Assessments of modernization may be given
as the comparison of a new type of equipment to the item it replaced or as a
comparison to the threat. The Congress often receives modernization data in the
form of numbers of new equipment/weapon systems. Another common format is the
description of cost, schedule, and performance. Examples of modernization data
provided to Congress are,

—--percent of acquisition objectives,
—--selected acguisition reports,
--congressional data sheets, and

—--narrative descriptions of new or modernized systems and their costs in
the annual Secretary of Defense Report to the Congress.

Information on the effects of modernization is also reflected in UNITREP
data provided to Congress. For example, problems in the synchronization of
modernized equipment, personnel, and supplies may appear as decreases in
readiness levels in UNITREP. However, DOD maintains that any decrease in
readiness has been more than offset by the increase in overall capability
resulting from the fielding of new and more capable equipment.
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Force readiness

Force readiness is defined as the ability of the force, units, weapon
systems, or equipment to deliver the outputs for which they were designed. It
is measured in terms of manning, equipping, and training the force and the
ability of the force to mobilize, deploy, and employ without unacceptable
delays. Only through an analysis of each element that contributes to the
collective ability of the force to perform a wartime mission can a level of
readiness be inferred. The chart below illustrates many elements that should be
viewed collectively to assess the force's state of readiness.
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Measures of neaalness--Lnere lS no 51ng1e 1.1'1(11.(231:.01‘ of reaalness, yet more
indicators pertain to readiness than any other pillar of military capability.
However, according to DOD, due to the current state of the art, force readiness
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DOD measures readiness at the total force, unit, and functional area
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There are many indicators that provide insight into what contributes to
increases or decreases in readiness. Most of these measures describe one of the
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--whether equipment on hand is operational; and

--consumption data or resources needed to improve readiness, such as
training days and flying hours.

In UNITREP, the principal indicator of unit readiness is the C-rating (C-1
fully ready, C-2 substantially ready, C-3 marginally ready, C-4 not ready, and
C-5 service programed, not combat ready). For each combat oriented unit and
service-selected support unit, a C- rating is computed for each of the following
resource areas: personnel, equipment and supplies on hand, equipment condition,
and training. Overall C-ratings are assigned to each rated unit based on the
lowest C=-rating in any of the four resource areas. However, a commander may
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upgrade or reduce the unit's overall rating based on his military judgement.
The primary purpose of UNITREP is to provide the National Command Authority
(NCA) and the JCS with authoritative basic identity and status information
concerning units/organizations. UNITREP is a primary source used to consider
force availability and is discussed further in part 2. DOD uses other
indicators of readiness, as shown in the tables in part 3 of this briefing.

Force sustainability

Sustainability is defined as the staying power of our forces and our
ability to resupply engaged forces during combat operations. 1t is, therefore,

a function of,

—--our ability to resupply engaged forces with sufficient numbers of trained
personnel and materiel to replace combat losses and consumption and

--the ability to move these resources to combat areas to include intra and

inter continental United States (CONUS) and theater transportation and
off-loading and distribution capabilities in the combat theater.



The following table illustrates many of the elements of force

sustainability that must be considered in conjunction with one another to assess

the ability to resupply engaged combat forces.
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Relative to the interrelatedness of the pillars, force sustainability can
be viewed as more than resupply. Using DOD's description of "the staying power
of the force," force sustainability includes not only how long the force can
sustain considering resupply, but also the period of sustainment afforded from
supplies possessed by the force at the time of engagement, (i.e., status of
forces). If this view is taken, the number of elements that need to be con-
sidered in conjunction with one another is greatly expanded as shown in the
chart below.
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No single indicator is available to reflect the total sustainability of the
forces. DOD measures individual parts of sustainability with data such as war
reserve stock fill rates, status of the ships and aircraft available for lift
requirements, and it attempts to measure force sustainability on a more
comprehensive, theater-wide basis with its SITREP and exercises. These
comprehensive measures are normally used for internal purposes only.
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PART 2

A DISCUSSION OF HOW DEFENSE APPROPRIATIONS

INTERRELATE TO SUPPORT PERSONNEL, MATERIEL AND TRAINING

AND AN OVERVIEW OF TWO FREQUENTLY CITED DEFENSE READINESS REPQRTS

In this part we will discuss:

--The interrelationships among the appropriation accounts and people, materiel,
and training. We will demonstrate that appropriation accounts support each
and therefore, must be taken into consideration when making funding decisions.

--The most comprehensive DOD prepared readiness document, the FRR. We will
comment on what it is supposed to do, what it does, and provide observations
on how the document can be improved.

--The most widely known measure of readiness, UNITREP. We will comment on what
UNITREP is designed to do and the cautions that should be taken when using
UNITREP-generated information for other than internal DOD management purposes.

THE INTERRELATIONSHIPS AMONG THE APPROPRIATION
ACCOUNTS WITH MATERIEL, PEOPLE, AND TRAINING

The following two tables illustrate the relationships among several
appropriation accounts--operations and maintenance (0O&M), investment, and
military personnel--and people, materiel, and training. While we only cite
three appropriation accounts, other accounts such as research and development
appropriations have an important impact. Table 1 provides examples, based on
the FY 1985 appropriations hearings, of how these three elements are addressed
in support of the DOD budget. Table 2 arrays some of the various appropriation
line items and identifies the elements of capability to which they apply.

12



TABLE 1

HOW PEOPLE, MATERIEL, AND TRAINING MEEDS

ARE HSCUSSED IN THE 1985 DOD APPROPRIATION HEARINGS

OPERATIONS AND MA)NTENANCE

I NVESTMENT

MILITARY PERSONNEL

Paap le Backlog of Real Property * Modernized Equlpsent ® Salary and Demeflts
Meintenance vs. Congressional * Autometed Menagement Systems * Permsnoat Chongs of Statiom
Contaloment lavel * Bachelor and Faml ly Housing
Civilian work force ® Medicn! Facilities
Recrulting and Advertising costs
vs., Objectives
Retention Rates
Materiel Depat overhsul requiremsat vs, ® End items gqueatity, cost aad * Sslary and Bemefits
financed prograss scheduling
Prepositioned materiel support “ Ammunition
aosts * Spares and Repair Ports
Unfunded requirements—-care of ® Faclilities
suppiies in storage
Meritime prepositioning ships/
neor term prepositioning force
Stock fund pescetime Inventory
sugsentot lon
Tralaing Units deploying to tralning * Sjmulators ® Salary and Bemefits

ranges

Borrowed wi l{tory sanpower/iroop
diversion

F lylng Hour Program

Steasing Days

Battoalion Tralning Days
individual Training

* Range Upgraded and I(nstrumentation
® Ammunition
® Automated Monagesent Systems
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TABLE 2

HOMW APPROPRIATION LINE ITENS

RELATE TO PEQOPLE, MATERIEL, AND TRAINING

OPERATIONS AND MAINTENMANCE

INVESTMENT

MILITARY PERSONMNEL

Peop le Clviilan Costs -—-Modernlzation and Expansion —~FPay, aliowances, bonuses, etc,
—Support Equipment and Facllities |[—FCS and travel expenses

—Iindividual training —Subs Istance
~=Med fcal support ~=Ml | Itary Retired Pay
«-Recruliting and examining =-IRR training and sanagement
~—~Overseas dependent education —Active duty for training
-—Base operating support ~—ROTC
—Ceontral supply and maintenance —~Full time reservists for adalnls-
—Real property saintenance and repalr tration and training
=~Unit tralning
==Borrowed Military Manpoweor
—Travel and TDY and transportation

Moterlel—Clvilian pay —¥Ma jor end ltems ~~Pay, allowances, bonuses, efc,
—Transportation —Support equlipment
—Spares and repalr parts —Spares and repair parts
—Raeal Property sajntenance and repalr ~inl]tial and replenishment spares
—itilities, POL, etc, —Secondary Items

Tralining |-=Tralining and exercises —Tralining equipment and simulators |—Pay and allowances for training

-—Base support operatjons
~—Supplies, ammunition and POL
—Transportation costs
—Temporary duty costs
—Training Development costs

—Ammun | T Jon
—initlal spares

bases

-—-Bonuses and other incentlves

—Pay and allowances for trainees ond
enlisted levels




In making appropriation decisions, we believe it is important to understand
how individual decisions contribute to personnel, materiel, and training
conditions and thus affect the balance attainable among the pillars of military
capability. This relationship can be inferred from the preceeding matrices.

For example, an O&M request to send Army battalions to the Natjional Training
Center to measure and improve readiness is only prudent and necessary after
investment funds have provided equipment and instrumentation for the training
ranges. Similarly, if one is interested in the "materiel" portion of
capability, the effect of decisions along all appropriation accounts must be
considered.

FORCE READINESS REPORT

The Congress has long expressed an interest in the relationship between
defense funding and military readiness. The FRR is the principal document used
by DOD to satisfy this interest. The objective of the FRR is not only to tell
the Congress what the current readiness is, but to present an overall assessment
of the readiness expected to result from passage and execution of the defense
budget submitted to the Congress by the President.

The FRR has evolved over the years since the Congress, in 1977, enacted
Public Law 95-79 requiring DOD to submit an annual materiel readiness report
describing the effect of its appropriations request on materiel readiness.

In addition to the materiel readiness report, the FRR now includes a summary,
two additional report sections on manpower and training, and an annex of
national guard/reserve topics. Thus, the FY 1986 FRR consists of four volunes

and an annex.

FRR is a comprehensive
source of readiness related information

The FRR is the most comprehensive source of readiness information provided
Congress. Within each volume are a myriad of indicators that DOD believes are
pertinent to ascertaining a state of readiness, within a given level of
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funding. Because no single indicator of force readiness exists, Defense
officials say readiness must be inferred by considering the results of these
various indicators. The principle readiness indicators included in the FRR fall
into the following categories:

-—-Materiel inventory: measures equipment and supplies on hand.

-—-Materiel condition: measures materiel condition rates and depot level
maintenance funding.

--Personnel inventory: measures numbers, skills, and quality of personnel.

--Training: measures participation in JCS exercises, active and reserve
conmponent training, training ammunition, and institutional training.

The link between resource inputs and
expected readiness outcomes is not made
in the FRR

The primary objective of the FRR, and the reason the Congress mandated its
preparation, is to provide an assessment of the readiness expected to result
from the passage and execution of the defense budget. It is intended to answer,
relative to readiness, the questions of how ready we are, and what additional
readiness will we get for our money.

Although, there is no assessment of the effect of funding levels on total
force readiness in the FRR, the report attempts to deal with this link from a
functional area perspective and provides information such as

--student training loads;

--numbers of equipment or weapon systems to be added to the inventory:

—-numbers of units involved in exercises; and
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--projected improvements in mission capable rates, by weapon system
category.

Although military forces fight by organization, whether at a unit level or
some other level of the total force, the FRR does not reflect improvements in
readiness, relative to the fighting organization itself. For example, the FRR
does not provide insight into the readiness of our forces in the Pacific
theater. DOD's attempt to provide a perspective of increased readiness in the
FRR is limited to the discrete data provided.

The FRR contains numerous indicators that can be consulted to assess force
readiness. However, the FRR does not relate individual indicators and thereby,
permit an overall assessment of force readiness. Because the readiness pillar
interrelates closely with the other pillars of capability, it is a difficult
task to infer readiness levels strictly through an examination of readiness
measures alone.

Improving the FRR

Because the product of defense is intangible, DOD doubts that valid indica-
tors can be constructed to link a specific level of funding to a measureable
level of performance. We recognize that formulation of appropriate indicators
is a difficult task. Notwithstanding these diffculties, we believe that DOD's
current efforts to develop more representative individual indicators will
provide greater visibility concerning changes in military capability. As part
of these efforts DOD should give consideration to changing the FRR to provide
the following enhancements.

--Document the linkage between resources requested and the anticipated
enhancement of readiness wherever possible.

--Provide a clearer picture of the current state of readiness and year-to-
year trends.
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--Incorporate a "theater" readiness perspective since warfighting is
executed by theater commanders.

--Whenever possible, benchmark reported/projected readiness status against
wartime requirements or applicable peacetime goals and objectives for
comparative analysis purposes.

~--Whenever possible, project how much better trained crews are expected to
be as a result of increased training as well as provide data relative to
the effect increased training has on support capabilities~-spares, fuel,
armmunition, and maintenance.

UNITREP: A WIDELY MISUSED
READINESS MEASURE

While the FRR is the most comprehensive readiness reporting document
received by the Congress, C-ratings, the product of the UNITREP, are probably
the single most often cited readiness indicator. UNITREP is the basic automated
system for reporting unit level readiness within DOD.

C-ratings are sometimes used by DOD to demonstrate readiness shortfalls in
support of appropriation requests and to demonstrate improvements in readiness
resulting from past appropriations. Depending on how C-ratings are presented
and qualified, their use for these purposes, as well as for internal DOD
management purposes, may or may not be appropriate.

UNITREP is an internal DOD management tool which measures the ability of a
unit to perform its wartime tasks by assessing the peacetime availability and
status of its personnel, materiel, and training. It is a JCS controlled system
designed primarily to measure the day-to-day readiness of operating forces, the
product of which is used by JCS and the services for a variety of purposes,
including

--an input source for the JCS Capability Report and the annual JCS Posture
Statement to the Congress,
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~-a medium for readiness briefings within DOD,

-—a source of information on unit resocurce status prior to mobilization,
and

-—an indicator of problems and the potential need to reallocate resources.

UNITREP was not intended to be used external to DOD to explain the
readiness of U.S. forces. It was developed as an internal DOD management tool.
While we did not evaluate the usefulness of UNITREP with regard to internal DOD
management, DOD claims that UNITREP is providing the information and serving the
purpose intended. However, UNITREP data is often used for purposes other than
internal DOD management. In these instances, care should be exercised in using
the data. The following cautions are not intended as criticisms of UNITREP,
rather they are examples of how UNITREP data may be misused beyond the intended

design of the system.

--Not all units C-rate and consequently, only a portion of the total force
is represented in any roll up or attempt tc combine C-ratings to demon-
strate levels of readiness. Aggregate C-rating information is applicable
to a force containing only about 50 percent of active duty personnel, and
is limited to combat, combat support and certain service selected combat

service support units.

--C-ratings only report on selected resources controlled by the unit or its
parent unit. Consequently, anyone with the impression that units report-
ing a C-1 fully combat ready status are capable of performing their war-
time tasks wherever a conflict occurs may be misinformed. For example, a
unit at Fort Belvior reporting a C-1 fully combat ready status is nerely
stating that if a war started in Fort Belvior on the day the unit
reported, it could perform its wartime tasks. If the war started else-
where and the unit needed to deploy, UNITREP does not measure whether the
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unit can mcbilize, deploy, and employ within an acceptable timeframe.
Thus, C-ratings for forward deployed units are probably more representa-
tive of readiness than ratings from units non-forward deployed.

--C-rating information for materiel on-hand is not intended to be repre-
sentative of all materiel and supplies the unit needs to accomplish its
wartime tasks. Only the most mission essential materiel possessed by the
unit is considered in C~ratings. A significant percentage of materiel is
not considered. Also, centrally controlled materiel, such as ammunition
and fuel, are not included in the assessment.

--C-ratings are often unreliable when used to project accomplishments based
on resource inputs because of the numerous assumptions reguired relative
to how assets, once programmed, budgeted, and acquired, are distributed
among the units in the force. It must be remembered that future materiel
and personnel distributions are sensitive to force structure changes,
doctrine changes, and modernization efforts.

--C-ratings do not assess units' ability to operate in a combined service
situation such as fulfilling individual service requirements relative to
an operational plan. In other words, a C-1 rating does not mean that a
unit is capable of performing effectively no matter how it may be
employed.

~--Care must be taken when comparing like units or when attempting to gain
an aggregate readiness perspective by rolling up or combining ratings
within or among services. JCS guidance to the services allows
considerable discretion and subjectivity in the computation of
C-ratings. For the same reasons, C-ratings may not give an accurate view
of readiness trends over time--even for a single unit--unless changes in
the criteria overtime are factored into the reported data.

--UNITREP data is not intended to be used to develop budgets or outyear
financial programs.
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--UNITREP does not provide information in sufficient detail to make deci-
sions for correcting deficiencies. C-rating data serve to flag problems
and the services supplement UNITREP with other data and analyses.

Initiatives to improve UNITREP

In April 1984, the Secretary of Defense established a task force comprised
of representatives from 0SD, 0JCS, DLA, and each of the military services to
develop a more realistic and meaningful assessment of readiness trends. while
the Secretary's tasking extended well beyond UNITREP to include relating
resource inputs to outputs and linking meaningful measures of force readiness to
the other attributes of capability (modernization, force structure, and
sustainability), the task force's initial effort was directed toward improving
UNITREP.

Task force working group recommendations have been made but have not yet
been acted upon. The recommendations are expected to result in:

Developing more consistent reporting among services,

Separating sustainability measures from readiness measures in UNITREP
reporting, and

Presenting, over time, a more realistic and consistent portrayal of unit
readiness status.

In addition to the task force efforts, the Army has begun a separate review
of its means of collecting UNITREP data. 1In its preliminary stages, the
review's goals are to make the Unit Status Report (USR) more reflective of a
unit's status, increase the usefulness of the USR to the Army, and increase the
Army's ability to use automation for analysis purposes. The target date for
change in the USR is September 1985.
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PART 3

READINESS AND SUSTAINABILITY INDICATORS--WHAT

THEY MEAN AND HOW TO USE THEM

Readiness and sustainability can be described in terms of, among other
things, materiel, personnel, and training. Within each component, various
indicators are used to describe conditions relative to requirements. For
example, personnel indicators exist that show the number of personnel by skill,
by grade, by geographical location, and so forth. 1Individually, these
indicators are useful for their designed purpose, but, they must be viewed
collectively to estimate the level of overall readiness or sustainability.

DOD's FRR contains numerous indicators that can be consulted when assessing
force readiness; however, there is no similar document that contains the
measures of sustainability, or, the staying power of the force over time.

Part 3 will provide

--An overview matrix for materiel, personnel and training that outlines
factors affecting requirements, identifies available performance
indicators and shows how appropriations collectively support the
components of readiness and sustainability.

—~A discussion of some of the indicators identified in the matrix; what
they are, how they are computed, what they measure, some cautions to be
aware of when the indicators are being considered, and some other
measures that complement the one being discussed, and

--A series of questions for each indicator discussed that should help
relate various types of indicators with the area (i.e., pillar) of
military capability being assessed. No implication is intended that the
services do not have or know the answers. The purpose of these questions
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is to identify relevant information needed for authorization and
appropriation decisions.

MATERIEL

Materiel readiness and materiel sustainability are probably more amenable
to measurement than the other components of readiness and sustainability. The
services at a specific point in time, either have what they require to fight a
war or they do not; and what they have either works or it does not.

Materiel readiness

Materiel readiness indicators frequently cited by DOD are:

--the percentage that results when the number of selected mission essential
equipment items on hand at operational units are compared to units'
wartime requirement for the items; this indicator, presented in the JCS
UNITREP, is primarily an inventory measure;

--the precentage that results when the number of mission essential
equipment items the services possess is compared to the number expected
to be acquired as of the last year of the current 5-year defense plan;
this indicator, reported in the FRR, is also primarily an inventory
measure;
and

-—the number of selected mission essential equipment items possessed by
operational units that are capable of performing the mission for which
they were designed compared with either the total wartime requirement for
the item or the units current on-hand inventory. This is primarily a
condition measure that is also reported in the JCS UNITREP and the FRR.

Materiel sustainability.

Materiel sustainability is basically a measure of the number of days that
war reserve materiel (WRM) are expected to last after U.S. forces are engaged in
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combat. We found service criteria requiring the condition of items stored for

war reserves to be reported; however, we found no examples were any WRM
condition data are provided to the Congress

* * x * * *
The services inform the Congress annually, in the FRR, posture statements,
testimony and so forth, on the materiel condition and inventory of equipment

needed to perform wartime missions. We have prepared two separate matrices that
summarizes this information.

-~The first matrix, on page 26, which highlights equipment inventory, is
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The readiness measure—-equipment and supplies on-hand--is also an inventory
indicator. However, because it is a part of UNITREP, which was discussed in
part 2 of the briefing, it will not be described here.

--The second matrix, on page 35, highlights equipment condition, and is
followed by a discussion of three indicators, all of which report on
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--Materiel condition rates which are reported to the Congress in the
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--Depot maintenance/ship overhaul backlogs which are also reported in
the FRR.
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~--Backlog of maintenance and repair (BMAR) - while not an equipment

measure, this indicator reports on the condition of real property
facilities which may influence the services' ability to maintain
equipment in operational condition. BMAR is reported annually in
testimony on the operations and maintenance appropriation, as
required by the Congress.

25



Table 3

Materiel - inventory Indlcators

FACTORS AFFECTING REQUIREMENTS AND
ACOOMPL | SHMENTS

AVAILABLE IND4ICATORS

APPROPRIATION ACCOUNTS AFFECTING THE

ELEMENTS

]—Production lead times/funded del lvery periods,
€.g., Industrial capacity

—Doctrine and battie tactics

—Inveatory and acqulsition objective changes,
i.0., policy decisions

—Fforce structure changes

—Modernlzation and technology advances

—Congressional constralnts in tunding and direc—
tijon provided relative to equipsent distribution

—Llevels of prepositloned stocks which compete for
avallable resouwrces

—Operating tempo coniributes to equipment deter-
joratjon and eventual disposal

—Resource constraints evidenced by Author ized
Levels of Organization

—Distribution policles and decisions

—5torage area and facility availablility

—Equipmsent refiremsent rates

—%"Bow wave® effects on procuremsent

—Assumptions made in determining requirements
i.e., attrition, consumption, etc.

—Force Readiness Report aggregate Inform—
ation

—{C-ratings (UNITREP)

—SITREP report (S5-Ratlings)

—Gross and net spares effectiveness rates

—dar Reserve Fill Rates

Procursment Account:

—Major end |tems
--Support equipment
—-Spares and repair parts
Operations and Maintenance:

—Clvil ian pay
—~Urilities
—Transportation
—Spares and repalir parts
Military Construction:

—Facilities
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Indicator: War Reserve Inventories

War reserves are stockpiles of equipment and materiel that are positioned
around the world. These stocks are intended to sustain our forces from the day
of engagement until the industrial base can meet demand. DOD directives,
instructions, and annual Defense Guidance provide direction to the services for
the management and control of the war reserve program. Each of the services
compare existing war reserve stock levels with total requirements and prepare
reports on existing levels of sustainability.

Annually the DOD identifies the requirements for war reserves in the
Defense Guidance. According to DOD officials, the services develop their budget
requests and acquisition programs accordingly. War reserve stock levels are
stated in days-of-supply (DOS) and are predicated on anticipated order and
shipping times. For example, DOD may prescribe a 100-day stockage level for the
defense of NATO.

Each service converts the DOS objective into requirements for specific
items, such as, equipment, munitions, and secondary items. The requirements
change, and stock level objectives are adjusted as the force structure and other
factors change.

War reserve stocks are either maintained with the unit (Air Force war
readiness spares kits), stored in various CONUS locations, or prepositioned in a
theater of operations. Unit-held stocks stay in the possession and control of
the unit and move with tre unit. Unit reserves are used prior to drawing on
theater war reserve stocks.

War reserve stocks that have been prepositioned in theaters of operation
are intended to last until CONUS stocked reserves can be transported to the
theater. War reserves stocked in CONUS are intended to augment theater
requirements until the industrial base can support the war needs for materiel.
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War reserve stock levels are reported in various ways. For example, the
materiel readiness report portion of the FRR refers to war reserve stocks both
by type and dollars requested and programmed. DOD's Warfighting Capability
Report, prepared in response to questions submitted by Senators Tower and Nunn,
eXpresses war reserve inventory levels as a percentage of the procurement

objective in terms of dollars. However, the most frequently cited measure is
DOS.

Cautions

DOD recognizes the difficulties in measuring sustainability. In any

assessment, certain assumptions must be made and the reliability of the
assessment hinges, to a significant degree, on the validity of these
assumptions. For example, DOD faces difficulties in accurately determining
requirements—-a problem sufficiently commented on by both internal DOD audit
organizations and the GAO.

DOD has consistently used DOS indicators which show that the forces have
sustainability shortages in war reserve munitions, eguipment, and secondary
items. While shortages do exist, assessments of war reserve stock positions, as
represented by DOS, should be viewed cautiously.

-~War reserve stock fill positions are static measures reflecting a
specific point in time. "Fills" are affected by the dynamics of the
equipment management process that authorizes loans, exchanges, and direct
issues from war reserve stocks to meet operational requirements. Such
practices may be considered good management because they improve current
readiness; however, it must be understood that the improvement can be at
the expense of sustainability.

Using DOS as an indicator of war reserve stock fill levels can lead to a
misinterpretation of sustainability.
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--The Army aggregates dissimilar assets (e.g., tanks vs. M-16 rifles)
within a class of supply by weight. For example, the Army may report 30
days of supply in class VII equipment items (500,000 short tons on-hand
divided by a 1 million short ton requirement times a 60-day stockage
objective). This nethod gives equal status to old and modern equipment,
assumes a linear level of consumption over time (i.e., 1/60th of the
equipment will be used each day), and does not recognize the diversity of
equipnent items (i.e., a tank weighs more than a jeep). This aberation
can give an inaccurate reading of war reserve stock fill levels.

--The Navy aggregates dissimilar assets by cost. In addition to the same
problems cited above, this technique assumes that substitutability is
proportional to relative cost. For example, if a modern munition costs
5 times as much as the old one, it takes 5 0ld ones to make up the
absence of one new one. Therefore, this method makes it appear that we
are less or more capable than we actually are.

--Reliance on aggregated DOS information masks critical shortages of
equipment within and among classes of supply. For example, a force may
have a 60-day supply of sophisticated air munitions and only 30 days of
supply of JP-4 aviation gasoline. Similarly, a force may appear capable
of lasting, based on the artillery munitions in stock, but only have
10 days of replacement gun tubes.

--War reserve reporting does not provide information on the quantity or
condition of individual materiel items and consequently, it is unknown
whether they are operational. Our recent work with the U.S. Army in
Europe demonstrated that war reserve materiel condition codes were not
reliable, and essentially all assets are reported as usable, regardless
of its condition.

--The reported value of stocks is conservative because the on-hand stocks

are valued at purchase cost rather than replacement cost. This tends to
understate the value of current inventory.
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--Theater reporting does not factor in the increased sustainability that
may be gained (1) if assets stored in other theaters are moved, or (2)
from stocks provided by allies. Nor does it reflect the potential loss
from demands on such stocks from allies,

Complementary indicator

The S-rating, included in the SITREP, is the only other assessment of war
reserve stock levels we are aware of. The S-rating is discussed on page 31.

Questions

Because war reserve fill levels are aggregated to DOS for an entire class
of supplies, there is limited visibility over what are considered to be the most
essential supplies and equipment within each class.

--In addi